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EXECUTIVE  SUMMARY 


Introduction,  Background  and  Process 

•  Over  the  past  year,  changes  in  market  conditions,  the  inclusion  of  agriculture 
within  the  GATT  and  fiscal  prudence  have  caused  both  industry  and  government 
to  reassess  government  programs  that  support  farm  income. 

•  The  Alberta  Safety  Net  Coalition,  a  group  of  commodity  and  general  farm 
organizations,  developed  a  set  of  criteria  for  evaluating  future  safety  net  programs 
and  partnered  with  the  Ministry  of  Agriculture,  Food  and  Rural  Development  to 
have  farmers  assess  these  criteria  during  March  of  1994. 

•  The  Federal  Government  and  the  Provinces  have  been  developing  proposals  for 
safety  nets  during  1993  and  1994.  A  National  Safety  Net  Committee,  composed  of 
farm  organizations,  the  Provinces  and  Canada,  has  been  reviewing  safety  nets  and 
is  making  recommendations  to  the  federal  government  and  the  Provinces. 

•  Some  key  decisions  on  the  future  form  and  nature  of  safety  nets  will  be  made  at 
the  Federal  and  Provincial  Ministers  of  Agriculture  meeting  in  Winnipeg,  July  5  &  6. 

•  The  Minister  of  Agriculture,  Food  and  Rural  Development  requested  public 
consultations  on  proposals  to  remove  restraints  that  prevent  farmers  from  earning 
income  from  the  market  and  on  alternative  approaches  to  improve  farm  income 
support. 

•  Policy  proposals  to  remove  restraints  were  prepared  for  grain  marketing,  handling 
and  transportation;  trade  barriers;  market  opportunities;  inputs;  management, 
knowledge  and  skills;  and  farm  diversification  and  value  adding. 

•  Alternative  approaches  to  farm  income  support  were  prepared.  In  all  approaches, 
the  elimination  of  National  Tripartite  Stabilization  programs  and  GRIP  was 
assumed.  Definitions  of  crop  insurance,  disaster  assistance,  compensation 
resulting  from  trade  action  and  income  stabilization  were  provided.  All  four 
approaches  to  farm  income  support  consisted  of  crop  insurance,  disaster 
assistance  and  compensation  resulting  from  trade  action  and  an  alternative  to 
income  stabilization. 

-  One  approach  suggested  no  income  stabilization  program  (Bare  Bones) 

-  One  approach  suggested  the  current  NISA  approach  with  government 
contributions  based  on  net  eligible  sales  of  grain  (Current  NISA). 

-  One  approach  suggested  a  whole  farm  approach  with  government  contributions 
based  on  size  of  the  gross  margin  for  the  whole  farm  (Whole  Farm  NISAA/AISA) 

-  One  approach  suggested  a  whole  farm  approach  with  government  contributions 
based  on  reductions  in  gross  margin  greater  than  30  percent  (GATT  70). 
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•  Public  meetings  were  advertised  and  held  at  Vermilion,  Olds,  Taber,  Hanna, 
Westlock  and  Fairvlew.  A  subsidiary  meeting  to  Olds  was  organized  by  farmers  at 
Innisfail.  They  were  concerned  about  the  lack  of  attendance  at  Olds. 

•  Participants  were  asked  to  react  to  proposals  to  remove  restraints  by  expressing 
the  degree  of  disagreement  or  agreement  with  each  strategy  in  the  proposal, 
identify  the  most  important  strategy  in  the  proposal  and  assess  the  whole  proposal 
by  indicating  their  degree  of  overall  disagreement  or  agreement. 

•  Participants  were  asked  to  review  definitions  of  components  of  farm  income 
support  and  then  react  to  the  four  alternative  approaches. 

•  Participants  were  asked  to  indicate  where  government  should  put  its  effort,  eg.,  in 
reducing  restraints  or  in  improving  safety  nets. 

Government  Emphasis: 

•  Participants  indicated  by  a  3  to  1  margin  that  they  wanted  governments  to  spend 
more  effort  on  removing  restraints  to  earning  income  than  improving  safety  nets. 

Policy  Proposals  to  Remove  Restraints: 

•  Policy  proposals  to  remove  restraints  were  generally  well  accepted. 

•  Overall,  grain  marketing,  handling  and  transportation  and  trade  barriers  attracted 
the  most  participant  interest. 

Grain  marketing,  handling  and  transportation 

Strong  agreement: 

a)  review  of  labour  practices  at  west  coast  ports 

b)  change  in  the  method  of  payment  of  the  Crow  Benefit. 

Least  agreement: 

a)  modification  of  the  Canadian  Wheat  Board  operations  [still  with  over  60  percent 
agreement]. 

Trade  barriers 

Strong  agreement: 

a)  advocacy  of  substantial  reduction  of  production  and  trade  distorting  subsidies 
globally  and  within  Canada. 

b)  substantial  reduction  of  tariff  and  non-tariff  barriers  to  trade  including 
interprovincial  barriers. 
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Least  agreement: 

a)  development  and  advocacy  of  policy  that  will  allow  the  agriculture  and  food 
industry  to  be  competitive  and  market  driven  [still  with  over  71  percent 
agreement]. 

Market  opportunities 

Strong  agreement: 

a)  the  active  promotion  of  growth  of  the  food  processing  industry  by  facilitating 
industry  diversification,  promoting  training  and  awareness  in  business  and 
marketing  techniques  and  placing  emphasis  on  emerging  opportunities  and 
new  product  development. 

Least  agreement: 

a)  increasing  resources  and  efforts  to  collect  strategic  domestic  and  international 
market  information  [still  over  60  percent  agreement]. 

Inputs 

Strong  agreement: 

a)  the  fostering  of  a  market-driven  economy  that  will  provide  farm  businesses  with 
access  to  inputs  at  competitive  prices. 

Least  agreement: 

a)  the  operation  of  "Green  Certificate  Training  Program"  that  produces  quality  farm 
labour  [only  33  percent  agreement]. 

Management,  knowledge  and  skills 

All  strategies  received  similar  endorsement. 

Farm  Diversification  and  Value  Adding 

Strong  agreement: 

a)  working  towards  the  removal  of  legislation,  regulations  and  subsidies  that 
favour  exports  of  raw  products  over  processed  products. 

Least  agreement: 

a)  assisting  the  food  industry  in  providing  safe  and  top  quality  products  [still  over 
66  percent  agreement]. 
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Alternative  Approaches  to  Farm  Income  Support: 

•  Over  51  percent  of  total  participants  preferred  some  form  of  stabilization 
component  in  addition  to  crop  insurance,  disaster  assistance  and  trade 
compensation  components  (see  Appendix  I,  page  3).  80  percent  of  these 
participants  preferred  some  form  of  whole  farm  stabilization.  23  percent  did  not 
respond  to  a  first  choice  at  the  meetings. 

•  There  was  least  support  for  the  Current  NISA  alternative. 

•  Participants  that  wanted  inconpe  stabilization  were  split  about  50:50  between 
Whole  Farm  NISA/VAISA  and  GATT  70. 

•  About  26  percent  of  participants  preferred  a  Bare  Bones  approach  that  had  no 
income  stabilization  component. 

•  There  were  no  wide  differences  in  choice  of  alternative  that  could  be  related  to 
farm  type  except  for  grains  and  oilseeds,  which  selected  Current  NISA  quite  often 
on  their  first  choice. 


INTRODUCTION 

Over  the  past  year,  changes  in  market  conditions,  the  inclusion  of  agriculture  within  the 
GATT  and  fiscal  prudence  have  caused  both  industry  and  government  to  reassess 
government  programs  that  support  farm  income. 

The  Alberta  Safety  Net  Coalition,  a  group  of  commodity  and  general  farm 
organizations,  was  formed  in  1993  to  address  future  changes  in  safety  nets  (a  major 
part  of  farm  income  support)  and  make  their  input  known  to  government.  It  developed 
a  set  of  criteria  for  evaluating  future  safety  net  programs  and  partnered  with  the  Ministry 
of  Agriculture,  Food  and  Rural  Development  to  have  farmers  assess  these  criteria 
during  March  of  1994.  The  focus  group  assessment  raised  concerns  about  the  level  of 
attention  being  given  to  redesigning  farm  income  support  programs  relative  to  efforts 
to  remove  restraints  that  impede  their  ability  to  earn  income  from  the  market  place. 

The  Province  of  Alberta,  as  part  of  its  business  plan,  has  laid  out  both  general  direction 
and  limits  on  future  financial  support  to  the  agriculture  and  food  industry.  Budget 
estimates  for  farm  income  support  for  the  Ministry  of  Agriculture,  Food  and  Rural 
Development  totalled  $244,636,000  in  1996/97.  This  is  a  drop  of  15  percent  from  fiscal 
year  1992/93.  The  Ministry  includes  both  Alberta  Agriculture  Financial  Services 
Corporation  and  Alberta  Agriculture,  Food  and  Rural  Development 

The  Federal  Government  and  the  Provinces  are  undertaking  safety  net  reform  during 
1993  and  1994.  National  Tripartite  Stabilization  Plans  have  or  are  being  phased  out. 
Other  programs  such  as  the  Gross  Revenue  Insurance  Program  (GRIP)  are  under 
review.  Saskatchewan  has  served  notice  of  its  intention  to  end  its  participation  in  GRIP. 
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During  the  past  year,  a  National  Safety  Net  Committee  composed  of  farm 
organizations,  the  Provinces  and  Canada  have  been  reviewing  safety  nets  and  making 
recommendations  to  government.  Some  decisions  on  the  future  form  and  nature  of 
safety  nets  will  be  made  at  the  Federal  and  Provincial  Ministers  of  Agriculture  meeting 
in  Winnipeg,  July  5  and  6. 

In  preparation  for  these  meetings,  the  Minister  of  Agriculture,  Food  and  Rural 
Development  requested  public  consultations  on  proposals  to  remove  restraints  that 
prevent  farmers  from  earning  income  from  the  market  and  on  alternative  approaches  to 
improve  farm  income  support.  This  report  provides  information  on  Alberta  farmers' 
opinions  about  these  matters.  They  were  received  at  meetings  that  were  held  around 
the  Province  in  June  of  1994. 

Partners  in  the  development  and  delivery  of  information  and  processes  for  these 
consultations  included  the  Alberta  Safety  Net  Coalition,  the  Agriculture  Financial 
Services  Corporation  and  Alberta  Agriculture,  Food  and  Rural  Development. 


CHANGING  POLICY  ENVIRONMENT 

Farmers  have  to  deal  with  two  income  problems.  First,  they  must  deal  with  fluctuating 
income  due  to  fluctuating  output,  prices  and  costs.  Secondly,  they  often  have  to  deal 
with  lack  of  income  due  to  declining  margins  as  a  result  of  a  lack  of  competitiveness. 
The  first  problem  is  cyclical.  The  second  is  structural  and  requires  long-term 
adjustment. 

Distinguishing  between  variability  in  cash  flow  and  declining  long-term  profitability  is 
critical  in  the  development  of  both  farm  management  strategies  and  government  policy 
interventions.  Neither  farmers  nor  government  are  likely  to  have  the  financial  ability  to 
support  production  of  goods  which  are  no  longer  in  demand  or  which  are  being 
produced  more  efficiently  in  some  other  part  of  the  global  economy. 

Since  1981 ,  farmers  have  been  experiencing  and  adjusting  to  changing  income 
margins.  The  lack  of  income  was  most  strongly  felt  in  the  crops  sector.  Between  1981 
and  1993,  it  is  estimated  that  out  of  a  total  of  $4.63  billion  in  net  direct  government 
payments  to  Alberta  farmers,  $3.69  billion  was  paid  to  the  crops  sector.  These  funds 
were  supplied  to  offset  the  effects  of  subsidization  by  other  governments,  drought  and 
to  ease  farmers  adjustments  to  changing  consumer  purchasing  power  and  tastes. 
Most  of  the  programs  that  were  set  up  to  provide  these  funds  were  predicated  on  a 
return  to  profitability  overtime.  That  profitability  is  still  illusive  for  the  grain  sector.  In 
1994,  the  farm  community  and  government  are  placing  more  emphasis  on 
competitiveness  rather  than  offsetting  the  effects  of  low  income. 

Three  factors  are  driving  governments  to  bring  about  changes  in  the  policy 
environment  for  the  farm  sector.  They  are  the  emergence  of  the  global  economy,  the 
inclusion  of  agriculture  within  the  disciplines  of  the  General  Agreement  on  Tariffs  and 
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Trade  and  the  continuing  decline  in  the  fiscal  capacity  of  Canada  and  the  Provinces  to 
transfer  funds  to  needy  sectors  and  worthy  causes. 

The  global  economy  is  establishing  new  challenges  and  opportunities.  Products  and 
services,  not  commodities,  are  the  basis  for  future  trade.  Today,  industry  has  the  ability 
to  alter  the  quality  of  meats.  We  can  turn  commodities  into  products.  Access  to 
markets  for  commodities  will  be  predicated  on  their  usefulness  in  manufacturing  as 
much  or  more  than  on  price.  For  example,  oats  may  be  a  commodity  whose  demand 
increases  significantly  if  powder  made  from  oat  flour  can  become  a  competitive  baby 
powder  product.  In  the  future,  canola  oil  may  be  useful  as  drilling  mud  for  ocean 
petroleum  development.  Farmers  and  food  processors  need  the  flexibility  to  produce 
and  sell  products  and  commodities  that  satisfy  differing  consumer  tastes  and  industrial 
uses  in  different  markets  around  the  world. 

The  General  Agreement  on  Tariffs  and  Trade  now  includes  agriculture.  Governments 
can  no  longer  subsidize  with  impunity.  However,  reduction  in  current  subsidy  levels 
will  take  some  time.  Changes  in  government  policy  must  now  take  into  account  GATT 
rules  and  disciplines.  While  there  will  be  deviations  and  anomalies  in  the  way 
governments  treat  their  agriculture  and  food  industries,  the  direction  is  now  firmly 
pointed  towards  freer  trade  rather  than  protectionism. 

Within  Canada,  government  fiscal  constraints  are  increasing.  Alberta  has  put  in  place 
the  "Deficit  Elimination  Act"  that  will  result  in  balanced  Provincial  revenues  and 
expenditures  by  the  end  of  1996/97.  The  federal  government  is  receiving  signals  from 
financial  markets  that  it  needs  to  get  its  house  in  order.  The  Provinces  are  receiving 
these  signals  as  well.  Interest  rate  increases  result  in  increased  debt  servicing  costs. 
They  result  in  decreased  competitiveness  for  the  private  sector.  Governments  are 
moving  to  curtail  expenditures.  Funds  for  agriculture  programs  have  to  be  accessed  in 
competition  with  funds  needed  for  education  and  health  care.  The  policy  environment 
of  the  future  will  not  allow  large  transfers  of  funds  to  agriculture  as  easily  as  it  has  in  the 
past. 

Future  policy  development  needs  to  be  comprehensive.'  Dealing  with  one  issue  at  a 
time  worked  when  programs  could  be  additive.  Policy  change  needs  to  be 
comprehensive  and  complementary  to  industry  goals  and  objectives  to  achieve 
competitiveness.  Large  government  expenditures  are  counterproductive  when  they 
result  in  the  production  of  commodities  that  are  no  longer  wanted  by  the  market.  For 
example,  in  the  grain  sector,  change  in  government  regulation  and  programming 
needs  to  carried  out  in  all  areas  that  address  marketing,  handling,  transportation,  input 
costs,  taxes  and  income  support. 

Government  has  to  review  and  change  its  farm  input  support  programs  to  ensure  they 
are  compatible  with  the  emerging  policy  environment.  Programs  that  offset  low  income 
caused  by  a  lack  of  competitiveness  are  not  consistent  with  the  new  policy 
environment.  Comprehensive  policy  development  will  remove  built-in  industry 
inefficiencies  that  have  resulted  from  government  programming  and  improve  industry's 
long-term  ability  to  compete  in  the  new  global  environment. 
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PRIOR  INDUSTRY  CONSULTATIONS 

Since  1991 ,  the  Province  has  held  a  series  of  consultations  (round  tables)  that  have 
dealt  with  the  agriculture  and  food  industry  and  the  farm  sector.  These  consultations 
have  provided  a  consistent  message  to  government  on  farm  income  support. 

Creating  Tomorrow  set  out  a  vision  for  the  agriculture  and  food  industry  and  a  set  of 
goals  and  strategies  to  achieve  that  vision.  The  vision  is: 

"Alberta's  agriculture  and  food  industry  will: 

•be  profitable 

•be  environmentally  sustainable 
•  be  globally  competitive 
•value  its  people" 

Creating  Tomorrow  established  its  economic  goal:  "To  improve  our  competitive 
position  in  domestic  and  international  markets." 

In  ail  the  discussions  that  occurred,  the  use  of  government  funds  to  support  low  levels 
of  farm  income  was  not  preferred  as  a  major  strategy  to  improve  competitiveness. 
Participants  wanted  a  government  policy  framework  that  supported  individual  initiative 
and  self-reliance. 

In  subsequent  1993  public  consultations  on  the  Ministry  of  Agriculture,  Food  and  Rural 
Development  Business  Plan,  participants  approved  of  actions  that  reduced  farm 
income  support  and  ended  commodity-based  price  and  margin  stabilization  programs 
such  as  NTSP.  They  favoured  instituting  whole  farm  income  support  that  did  not 
distort  price  or  production.  Progressively  over  time,  and  in  harmony  with  subsidy 
reductions  in  other  jurisdictions,  participants  were  opting  for  a  lean,  competitive 
industry. 

In  early  1994,  the  Safety  Net  Coalition  presented  the  Minister  of  Agriculture,  Food  and 
Rural  Development  with  a  set  of  criteria  that  they  wanted  any  future  safety  net  program 
to  satisfy.  As  a  follow  up  to  this  meeting,  a  partnership  of  the  Coalition,  Alberta 
Agriculture,  Food  and  Rural  Development  (AAFRD),  and  the  Agriculture  Financial 
Services  Corporation  (AFSC)  conducted  focus  groups  to  test  the  criteria  and  gain 
information  on  future  farm  income  support  reform.  These  focus  groups  indicated  that 
government  should  emphasize  the  removal  of  restraints  that  caused  low  farm  income. 
They  identified  a  number  of  areas  where  these  restraints  were  reducing  their  ability  to 
earn  income  from  the  market.  They  included  world-wide  protection,  lack  of 
diversification,  government  subsidies,  marketing  constraints,  transportation,  input  costs 
and  lack  of  further  processing.  They  said  they  wanted  action  on  the  causes  of  low  farm 
income  as  well  as  reform  in  farm  income  support.  Effects  of  low  farm  income  that  they 
identified  included  loss  of  income,  bankrupt  farms  and  weak  communities. 
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Through  all  prior  consultations,  there  has  been  a  consistent  and  increasingly 
sharpened  message  from  farmers,  "Establish  a  policy  environment  that  frees  up 
farmers  to  earn  income  from  the  market  and,  at  the  same  time,  reform  farm  income 
support  programs  to  get  rid  of  price  and  production  distortions." 

Subsequently,  focus  group  participants  were  surveyed  to  obtain  their  views  on  how 
serious,  urgent,  and  growing  were  a  set  of  statements  that  restrained  their  ability  to 
earn  farm  income  from  the  market.  There  were  40  respondents  out  of  1 50  surveyed. 
Their  results  are  reported  in  Volume  2,  Appendix  2.  These  respondents  identified 
government  policy  and  programs  in  Canada,  subsidies  by  foreign  countries,  current 
labour  legislation,  car  allocation,  WGTA  subsidy,  and  rail  transportation  and  taxation  as 
high  priority  areas  for  immediate  attention  by  the  industry  and  government. 

Within  this  policy  environment,  and  with  the  background  of  prior  consultations,  the 
Ministry,  with  the  help  of  the  Alberta  Safety  Net  Coalition,  set  out  to  consult  on 
agricultural  policy  proposals  during  the  month  of  June  1994. 


PURPOSE 

The  Minister  of  Agriculture,  Food  and  Rural  Development  wanted  more  clarity  of 
direction  in  order  to  represent  farmers'  views  at  upcoming  Ministers  of  Agriculture 
meetings  In  Winnipeg  on  July  4  -  6,  1994.  These  consultations  would  provide  farmers 
with  the  opportunity  to  respond  to: 

a)  policy  proposals  to  increase  opportunities  for  farmers  to  earn  income  from  the 
market  (by  removing  restraints),  and 

b)  alternative  approaches  to  farm  income  support  (offsetting  the  effects  of  low 
income  in  "bad"  years) 

These  consultations  would  provide  the  Minister  with  an  improved  base  for  negotiations 
with  the  Federal  Government  and  other  Provinces. 


WORKING  PAPERS 

Alberta  Agriculture,  Food  and  Rural  Development  prepared  two  working  papers  to  use 
in  the  consultations. 

"Food  for  Profit,  A  Comprehensive  Approach  to  Agriculture  Policy"  responded  to  the 
focus  group  findings  on  removal  of  restraints  to  earning  income  from  the  market.  It  laid 
out  a  policy  objective  and  a  set  of  strategies  for  the  following  subjects:  grain 
marketing,  handling  and  transportation;  trade  barriers;  market  opportunities;  inputs; 
management,  knowledge  and  skills;  and  farm  diversification  and  value  added. 


-9- 


"Farm  Income,  A  Comprehensive  Approach  to  Farm  Income  Support"  addressed  the 
findings  of  the  focus  groups  on  the  future  form  and  shape  of  farm  income  support. 
This  paper  also  reviewed  the  Safety  Net  Coalition  Criteria,  described  possible 
components  of  a  farm  income  support  approach,  set  out  four  alternatives  and,  using 
model  farms,  analyzed  the  effects  these  alternatives  would  have  on  reduction  in 
income  variation,  frequency  of  payout  and  size  of  the  government's  premium 
contribution.  The  alternatives  set  out  were  titled,  "Bare  Bones",  "Current  NISA",  "Whole 
Farm  NISA/VAISA"  and  "GATT  70".  A  synopsis  of  the  characteristics  of  the  alternatives 
is  found  on  Page  10. 

The  working  paper  on  Farm  Income  is  attached  as  Appendix  1 .  Food  For  Profit  is 
found  in  Volume  2  of  this  report. 


PROCESS 

The  consultations  were  held  June  9  -  22,  1994.  Notices  of  the  meetings  were  placed  in 
local  rural  newspapers  and  were  advertised  over  both  regional  and  local  radio  stations. 

People  who  had  been  previously  involved  and  those  that  expressed  an  interest  in  the 
development  of  farm  income  support  policy  were  invited  by  letter. 

Meetings  were  held  at  Vermilion,  Olds,  Taber,  Hanna,  Westlock  and  Fairview.  A  follow- 
up  meeting  to  Olds  was  held  at  Innisfail.  It  was  organized  by  farmers  who  were 
concerned  about  the  lack  of  attendance  at  Olds. 

An  opening  presentation  was  made  by  an  Assistant  Deputy  Minister  of  AAFRD  who 
discussed  the  policy  proposals  for  restraints.  Participants  chose  one  proposal  to  react 
to.  They  then  worked  in  small  groups  with  facilitators.  Participants  were  asked  to 
clarify  and  discuss  proposals,  identify  impacts  of  the  proposals  on  their  farms  and  then 
provide  their  assessment.  Their  assessment  was  fourfold. 

•  First,  by  choice,  participants  selected  the  subject  they  wished  to  discuss.  In  the 
time  allotted,  each  group  could  only  discuss  one  subject. 

•  Second,  within  the  subject  selected,  participants  expressed  the  degree  of 
agreement  or  disagreement  with  each  proposed  strategy. 

•  Third,  each  participant  selected  the  most  important  strategy  that  would  have  the 
greatest  impact  on  his/her  farm. 

•  Finally,  each  participant  expressed  their  overall  assessment  of  all  the  strategies  set 
out  to  achieve  the  overall  objective  for  each  subject  area. 

To  record  their  assessment,  the  participants  filled  out  individual  response  sheets  and 
then  posted  their  assessments  on  charts  so  all  could  see  the  results  of  their 
deliberations. 
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In  a  similar  process,  a  member  of  the  Safety  Net  Coalition  made  a  presentation  on 
Farm  Income  Support.  Participants  were  asked  to  review  the  definitions  of  the 
components  that  made  up  the  various  approaches  to  farm  income  support  and  then 
discuss  the  impact  they  would  have  on  their  farms.  Participants  were  asked  to  assess 
the  four  alternative  approaches  to  farm  income  support  by  indicating  their  first,  second, 
third  and  last  choice  on  a  response  sheet  and  then  post  it  on  a  large  wall  chart. 
Everyone  at  the  meeting  could  then  see  the  results. 

Finally,  participants  were  asked  to  tell  government  where  they  wanted  government  to 
put  its  effort,  e.g.,  in  removing  restraints  or  improving  safety  nets. 


FINDINGS  ON  PLACEMENT  OF  GOVERNMENT  EFFORT 

Participants  assessed  where  government  should  put  its  effort  in  solving  farm  income 
problems.  Table  1  indicates  the  results  of  their  assessment. 

Tablet 

Choice  Number         Percent  of 

Total 

Removing  Restraints  145  75% 

Improving  Safety  Nets  49  25% 

Total  194  100% 

Out  of  every  4  participants,  3  chose  removal  of  restraints  and  1  chose  improving  safety 
nets. 
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FIN DINGS  ON  PROPOSALS  TO  REMOVE  RESTRAINTS 
•  Choice  of  Subjects 

The  distribution  of  participants'  choice  of  subject  is  presented  in  Table  2. 
Table  2:  Participants' Choice  of  Subject 

SUBJECT  NUiyiBEROF       PERCENT  OF 


PARTICIPANTS  TOTAL 

Grain  Marketing,  Handling  & 

Transportation  111  38.5% 

Trade  Barriers  67  23.3% 

Market  Opportunities  25  8.7% 

Inputs  21  7.3% 

Management,  Knowledge  and  Skills  26  9% 

Farm  Diversification  &  Value  Adding  38  1 3.2% 

TOTAL  288  100% 


Participants  viewed  grain  marketing,  handling  and  transportation  and  trade  barriers  as 
the  priority  areas  where  restraints  should  be  removed.  Farm  diversification  and  value 
adding  came  in  a  distant  third. 

Responses  on  proposals  for  removing  restraints  that  were  posted  on  wall  charts  are 
reported  as  follows. 
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•  Grain  Marketing,  Handling  and  Transportation: 


Objective:  To  work  toward  the  creation  of  a  grain  marketing,  handling  and 
transportation  system  in  Canada  that  significantly  improves  the 
opportunities  for  farmers  to  maximize  income  from  the  market  place. 


Strategy  1:  Modify  CWB  operations  -  Alberta  supports  a  review  of  the  role  and 

mandate  of  the  CWB  and  changes  in  the  operation  of  the  CWB  that  will 
allow,  on  an  individual  basis,  for  marketing  choice  and  market 
opportunities  and  also  reduce  the  threat  of  trade  action. 


Strategy  2:  Change  the  Method  of  Paying  the  Crow  Benefit  -  Alberta  supports  paying 
the  Crow  Benefit  directly  to  farmers  in  a  manner  that  does  not  distort 
production  and  marketing  choices  and  in  accordance  with  GATT  rules. 
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Strategy  3:  Review  the  System  of  Car  Allocation  -  Alberta  supports  overhauling  the  car 
supply  and  allocation  system  so  that  it  can  respond  more  adequately  to 
market  forces. 


Strategy  4:  Review  System  of  Rail  Rate  Setting  -  Alberta  supports  the  replacement  of 
regulated  WGTA  rates  with  a  system  of  maximum  tariffs  with  no  restrictions 
on  rates  below  the  maximum. 


Strategy  5:  Review  Labour  Practices  -  Alberta  supports  a  review  of  labour  practices 
that  interfere  with  Canada's  ability  to  deliver  grain  to  customers  on  time. 
Paying  the  Crow  Benefit  directly  to  farmers  and  allowing  grain  to  move  to 
ports  that  offer  the  least  cost  service,  even  if  it  is  in  the  U.S.,  will  encourage 
the  labour  market  to  function  in  a  competitive  manner. 


%  of  Told  N 
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Strategy  6:  Review  Role  and  Mandate  of  Canadian  Grain  Commission  -  Alberta 

supports  a  review  of  the  role,  mandate  and  regulations  governing  the  CGC 
and  the  Canada  Grains  Act  and  supports  the  removal  of  provisions  of  the 
Act  that  restrict  the  transportation  of  grain  across  borders. 


Most  Important  Strategy:  Participants  judgement  of  the  most  important  strategy  that 

would  remove  restraints  from  earning  income  is  presented 
in  the  following  graph: 


Strategy  1 
Strategy  2 
Strategy  3 
Strategy  4 
Strategy  5 
Strategy  6 
Not  Indicated 


Total  N  1 1 1 


0  20  40  60  60  100 

%  of  Total  N 


Summation:  Participants  overall  assessment  of  the  proposed  strategies  is  presented  in 
the  following  graph. 


Disagree- 1 
2 
3 

Agree -4 
No  Response 


Total  N  111 
Average  5.4 


n  r 

40  60 

%  of  Total  N 


100 
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Observations: 

1 .  There  was  general  agreement  for  this  policy  proposal  and  all  strategies  within  the 
proposal.  By  summing  categories  of  agreement  3  and  4,  an  order  of  agreement 
was  determined.  Order  of  agreement  from  highest  to  lowest  was  Strategy  5,  3,  6, 
2,  4,  and  1. 

2.  Strategies  5  and  2  were  most  strongly  agreed  with. 

3.  Non  response  ranged  between  8  and  15  percent  for  individual  strategies. 

4.  Strategies  1 ,  2,  and  5  were  deemed  to  have  the  most  impact  on  individual  farm 
income  earning  potential. 

5.  The  overall  policy  proposal  was  supported  by  68  percent  of  participants  that  chose 
to  assess  this  proposal;  26  percent  did  not  provide  an  overall  assessment. 
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•  Trade  Barriers: 

Objective:  To  work  towards  more  open  and  market-oriented  agricultural  trade  so  that 
farmers  can  enhance  their  competitive  position  and  improve  income 
potential  resulting  from  international  trade  activity. 


Strategy  1:  Advocate  the  substantial  reduction  of  production  and  trade  distorting 
subsidies  globally  and  within  Canada  (eg.,  EEP,  GRIP,  NTSP). 


Strategy  2:  Advocate  the  substantial  reduction  of  tariff  and  non-tariff  barriers  to  trade 
including  interprovincial  barriers. 
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Strategy  3:  Become  actively  involved  in  trade  investigations  to  defend  legitimate 
Alberta  interests. 


Strategy  4:  Develop  and  advocate  policy  that  will  allow  the  agriculture  and  food 
industry  to  be  competitive  and  market-driven. 


Most  Important  Strategy:  Participants  judgement  of  the  most  important  strategy  that 

would  remove  restraints  from  earning  income  is  presented 
in  the  following  graph: 


Strategy  1 
Strategy  2 
Strategy  3 
Strategy  4 
Not  Indicated 


%  of  Total  N 
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Summation:  Participants  overall  assessment  of  the  proposed  strategies  is  presented  in 
the  following  graph. 


Total  N  67 
Average  3.4 


60 


"~T 

100 


%ofToialN 


Observations: 

1 .  There  was  general  support  for  this  policy  proposal  and  all  strategies  within  it.  All 
strategies  received  ratings  of  over  86  percent  agreement  when  summing 
categories  3  and  4. 

2.  Strategies  1  and  2  were  most  strongly  agreed  with. 

3.  Non  response  ranged  between  1 .5  percent  and  13  percent  for  individual  strategies 

4.  Strategies  1  and  4  were  deemed  to  have  the  most  impact  on  individual  farm 
income  earning  potential. 

5.  The  overall  policy  proposal  was  supported  by  65  percent  of  participants  that 
assessed  this  topic;  31  percent  of  these  participants  chose  not  to  provide  an 
overall  assessment. 
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•  Market  Opportunities 

Objective:  To  ensure  that  adequate  information  on  domestic  and  world  market 

opportunities  is  available,  and  accessible,  so  that  farmers  and  the  agri- 
food  industry  can  capitalize  on  their  competitive  advantages  and  respond 
to  these  opportunities. 


Strategy  1:  Complete  the  review  of  Alberta's  role  in  opportunity  identification,  including 
in  such  areas  as  market  research  and  integrated  information  flow. 


Strategy  2:  Support  the  delivery  of  information  on  market  opportunities  by  way  of 
industry  organizations  and  third  parties. 
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Strategy  3:  Increase  resources  and  efforts  to  collect  strategic  domestic  and 
international  market  information. 


Strategy  4:  Encourage  improved  linkages  between  government  and  industry. 


Total  N  33 
Average  3.1 


Strategy  5:  Actively  promote  the  growth  of  the  food  processing  industry  by  facilitating 
industry  diversification,  promoting  training  and  awareness  in  business  and 
marketing  techniques  and  placing  emphasis  on  emerging  opportunities 
and  new  product  development. 


%ofToialN 
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Most  Important  Strategy: 


Participants  judgement  of  the  most  important  strategy  that 
would  remove  restraints  from  earning  income  is  presented 
in  the  following  graph: 


Strategy  1 
Strategy  2 
Strategy  3 
Strategy  4 
Strategy  5 
Not  Indicated 
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Summation:  Participants  overall  assessment  of  the  proposed  strategies  is  presented  in 
the  following  graph. 


Total  N  33 
Average  3.3 


%ofToialN 


Observations: 

1 .  In  this  analysis,  due  to  technical  difficulties,  data  from  individual  questionnaires 
was  used  rather  than  the  wall  charts. 

2.  There  was  general  support  for  this  policy  proposal  and  its  strategies  by  those  that 
assessed  this  proposal.  Order  of  agreement  was  Strategy  2,  1 ,  5,  4,  and  3 

3.  Strategy  5  was  most  strongly  agreed  with. 

4.  Non  response  varied  from  0  percent  to  6  percent. 

5.  Strategy  5  was  deemed  to  have  the  most  impact  on  individual  farm  income 
earning  potential. 

6.  The  overall  policy  proposal  was  supported  by  82  percent  of  participants  that 
assessed  this  proposal;  18  percent  did  not  provide  an  overall  assessment. 
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•  Inputs 

Objective:  To  create  an  environment  where  Alberta  farm  businesses  have  access  to 
competitively  priced  inputs  and  can  improve  farm  incomes  in  a  post-GATT 
market  environment  and  government  restraint. 


Strategy  1:  Encourage  other  jurisdictions  to  follow  Alberta's  example  and  substantially 
reduce  their  input  subsidies. 


Strategy  2:  Foster  a  market-driven  economy  that  will  provide  farm  businesses  access 
to  inputs  at  competitive  prices. 
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Strategy  3:  Encourage  the  development  of  Canadian  standards  for  pesticides  and 

herbicides  more  in  line  with  Canada's  competitors,  without  compromising 
human  health  and  environmental  safety. 


40  60 

%  of  Total  N 


Strategy  4:  Encourage  the  federal  government  to  broaden  the  scope  of  importation  of 
pesticides  under  the  federal  government's  "Own  Use  Import  Program". 


Disagree 


Agree-4 
No  Response 


Strategy  5:  In  partnership  with  industry,  support  research  that  increases  efficiency  and 
safety  of  chemical  inputs  and  develops  biological  control  techniques  for 
insects,  weeds  and  diseases. 


Total  N  21 
Average  3.4 


100 


%of  Total  N 
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Strategy  6:  Operate  a  "Green  Certificate  Training  Program"  that  produces  quality  farm 
labour. 


Strategy  7:  Encourage  farmers  to  accept  the  long-term  benefits  of  Alberta's 
Environmental  Protection  and  Enhancement  Act. 


Most  Important  Strategy:  Participants  judgement  of  the  most  important  strategy  that 

would  remove  restraints  from  earning  income  is  presented 
in  the  following  graph: 


strategy  1 
Strategy  2 
Strategy  3 
Strategy  4 
Strategy  5 
Strategy  6 
Strategy  7 
Not  Indicated 
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Summation:  Participants  overall  assessment  of  the  proposed  strategies  is  presented  in 
the  following  graph. 


Disagree- 1 
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Agree-4 
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Total  N  21 
Average  2.9 
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Observations: 

1 .  While  the  level  of  agreement  with  this  policy  proposal  was  only  38  percent  of  those 
that  assessed  this  policy  proposal,  there  was  support  for  specific  strategies.  Order 
of  agreement  was  Strategy  2,  3,  and  then  equally  for  1 ,  4,  5,  7.  There  was 
disagreement  with  Strategy  6. 

2.  Strategies  2  and  3  were  most  strongly  agreed  with. 

3.  Non  response  ranged  between  9  percent  and  24  percent. 

4.  Strategy  2  was  deemed  to  have  the  most  impact  on  individual  farm  income 
earning  potential. 

5.  57.1  percent  did  not  to  provide  an  overall  assessment. 
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•  Management,  Knowledge  and  Skills 

Objective:  To  ensure  policies  and  programs  are  in  place  that  provide  farmers  with 
opportunities  to  be  top-quality  managers. 


Strategy  1:  Ensure  the  availability  of  farm  business  management  training  and  services. 


Strategy  2:  Ensure  the  availability  of  economic  information  including  market  and  price 
forecasts  and  production  costs  and  returns  analyses. 


Total  H  26 
Average  3.0 
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%  of  Told  N 


Strategy  3:  In  partnership  with  industry,  target  and  conduct  research  to  generate  new 
information  and  technology. 


Total  N  26 
Average  3,5 


too 


%  of  Total  N 
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Strategy  4:  Evaluate  information  and  technology  for  adaptation  to  specific 
opportunities  and  localities. 


Disagree- 1 
2 
3 

Agree-4 
No  Response 


20 


Total  H  26 
Average  3.1 


100 


%ofToialN 


Strategy  5:  Develop  and  improve  partnerships  and  alliances  with  industry  and 

researchers  to  promote,  coordinate  and  conduct  agriculture  and  food 
research. 


Strategy  6:  Improve  the  transfer  of  integrated  and  unbiased  technology  and 
information  to  farmers. 
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Strategy  7:  Increase  private  sector  delivery  of  information,  technology  and  services. 


Total  H  26 
Average  3.2 


80 


100 
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Most  Important  Strategy:  Participants  judgement  of  the  most  important  strategy  that 

would  remove  restraints  from  earning  income  is  presented 

in  the  following  graph: 
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Summation:  Participants  overall  assessment  of  the  proposed  strategies  is  presented  in 
the  following  graph. 


Disagree- 1 
2 
3 
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No  Response 


Total  N  26 
Average  3.4 
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Observations: 

1 .  There  was  strong  support  for  this  policy  proposal  by  participants  who  assessed 
this  proposal,  but  not  for  all  strategies  within  the  proposal.  Order  of  agreement 
was  Strategies  5,  6,  1  and  3  equally,  and  then  7. 

2.  There  was  no  strong  agreement,  eg.,  a  high  value  for  category  4,  for  any 
individual  strategy. 

3.  Non  response  ranged  between  4  percent  and  27  percent  for  individual  strategies. 

4.  Strategies  1  and  5  were  deemed  to  have  the  most  impact  on  farm  income  earning 
potential. 

5.  Overall,  this  policy  proposal  was  supported  by  81  percent  of  participants  that 
assessed  this  proposal;  19  percent  did  not  provide  an  overall  assessment. 
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•  Farm  Diversification  and  Value  Adding 

Objective:  To  increase  the  agriculture  and  food  industry's  ability  to  diversify  and  add 
value  to  the  commodities  it  produces  and  the  products  it  manufactures. 


Strategy  1:  Work  towards  the  removal  of  legislation,  regulations,  and  subsidies  that 

favour  exports  of  raw  products  over  processed  products  e.g.,  WGTA,  CWB 
Regulations. 


Strategy  2:  Assist  processors  in  acquiring  new  technology,  new  product  development 
and  pilot  plant  testing  facilities  eg.,  through  the  Leduc  Food  Processing 
Centre. 
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Strategy  3:  Assist  the  food  industry  in  providing  safe  and  top-quality  products. 


%  of  Total  N 


Strategy  4:  Attract  new  investment  into  Alberta  and  support  expansion  and  new 
investment  from  within  the  province. 


%  of  Total  N 


Strategy  5:  Facilitate  farm  diversification  by  placing  more  emphasis  on  emerging 
opportunities  eg.,  special  crops. 


%of  Total  N 
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Strategy  6:  Encourage  the  growth  of  the  further  processing  industry  in  Alberta,  thereby 
expanding  market  opportunities  for  farmers. 


Total  N  38 
Average  3.6 


%ofTdalN 


Most  Important  Strategy:  Participants  judgement  of  the  most  important  strategy  that 

would  remove  restraints  from  earning  income  is  presented 
in  the  following  graph: 
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Summation:  Participants  overall  assessment  of  the  proposed  strategies  is  presented  in 
the  following  graph. 


Total  N  38 
Average  3.7 
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Observations: 

1 .  There  was  general  support  for  this  policy  proposal  and  all  strategies.  Order  of 
agreement  was  Strategy  2,  6,  4,  1 ,  5,  and  3. 

2.  Strategies  1 ,  2  and  6  were  most  strongly  agreed  with. 

3.  Non  response  ranged  between  3  percent  and  1 6  percent. 

4.  Strategies  1  and  6  were  deemed  to  have  the  most  impact  on  individual  farm 
income  earning  potential. 

5.  Overall  the  policy  proposal  was  supported  by  71  percent  of  participants  that 
assessed  this  proposal;  29  percent  did  not  provide  an  overall  assessment. 
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FINDINGS  ON  ALTERNATIVEAPPROACHES  TO  FARM  INCOME  SUPPORT 

In  Appendix  1 ,  Volume  1 ,  on  Page  3  of  the  working  paper  on  Farm  Income  Support, 
definitions  were  provided  for  components  of  a  farm  income  support  approach.  These 
included  crop  insurance,  income  stabilization,  disaster  assistance,  and  compensation 
resulting  from  trade  action.  These  definitions  were  reviewed  with  participants  and  were 
generally  accepted. 

Participants  assessment  of  the  four  alternatives  Bare  Bones,  Current  NISA,  Whole 
Farm  NISA/VAISA  and  GATT  70,  which  are  synopsized  on  page  10  and  outlined  in 
detail  in  Appendix  1 ,  are  set  out  in  the  following  graphs  and  Table  3. 
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Income  Support  Approaches 

Total  Respondents  -  288 


Preference 
1st 


2nd 


3rd 


Last 


Alternative 
Bare  Bones 
Current  NISA 
Wh.Fm  NISAA/AISA 
GATT  70 
Not  Indicated 

Bare  Bones 
Current  NISA 
Wh.Fm  NISA/VAISA 
GATT  70 
Not  indicated 

Bare  Bones 
Current  NISA 
Wh.Fm  NISA/VAISA 
GATT  70 
Not  Indicated 

Bare  Bones 
Cun-ent  NISA 
Wh.Fm  NISAA/AISA 
GATT  70 
Not  Indicated 


10  20  30 

%  of  Respondents 


40 


50 
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Income  Support  Approaches  -  1st  Preference 

Total  Respondents  -  288 


Farm  Type 
Grains/Oilseeds 


Beef 


Hogs 


Dairy/Pltry/Eggs 


Other 


Alternative 
Bare  Bones 
Current  NISA 
Wh.Fm  NISA/VAISA 
GATT  70 
Not  Indicated 

Bare  Bones 
Current  NISA 
Wh.Fm  NISAA/AISA 
GATT  70 
Not  Indicated 

Bare  Bones 
Current  NISA 
Wh.Fm  NISA/VAISA 
GATT  70 
Not  Indicated 

Bare  Bones 
Current  NISA 
Wh.Fm  NISAA/AISA 
GATT  70 
Not  Indicated 

Bare  Bones 
Current  NISA 
Wh.Fm  NISA/VAISA 
GATT  70 
Not  Indicated 


5  10 
%  of  Total  Respondents 


15 
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Table  3:  Participant  Assessment  of  Alternative  Approaches  to  Farm  Income 
Support 


ALTERNATIVE     1ST  CHOICE   2ND  CHOICE  3RD  CHOICE   4TH  CHOICE 


percent 

percent 

percent 

percent 

Bare  Bones 

26 

11 

12 

25 

Current  NISA 

10 

16 

17 

26 

Whole  Farm 
NISA/VAISA 

21 

18 

20 

14 

GAIT  70 

20 

21  . 

14 

17 

Non  Response 

23 

34 

37 

18 

Observations: 

1 .  51  percent  of  total  participants  preferred  some  form  of  stabilization  component  in 
addition  to  crop  insurance,  disaster  assistance  and  trade  compensation 
components  (see  Appendix  I,  page  3). 

Of  these,  80  percent  preferred  some  form  of  whole  farm  stabilization.  They  were 
split  about  50:50  between  Whole  Farm  NISA/VAISA  and  GATT  70. 

26  percent  of  total  participants'  first  choice  was  a  Bare  Bones  approach  that  had 
no  income  stabilization  component. 

23  percent  did  not  respond  at  the  meetings. 

2.  There  was  a  polarization  of  preferences  for  the  Bare  Bones  alternative  with  an 
equal  number  of  first  and  fourth  choices. 

3.  There  were  a  large  number  of  third  and  fourth  choices  for  Current  NISA  relative  to 
first  and  second  choices. 

4.  No  large  difference  in  preferences  between  farm  types  was  observable  except  for 
those  grains  and  oilseeds  participants  that  selected  Current  NISA  as  a  preferred 
alternative. 

FACTORS  AFFECTING  FINDINGS: 

1 .    June  is  not  the  best  time  of  year  for  farmers  to  participate  in  public  policy 

meetings.  While  the  total  numbers  of  participants  was  less  than  desirable,  there 
was  need  for  farmer  input  prior  to  the  July  Ministers'  meetings.  When  meeting 
days  were  rainy,  participation  picked  up. 
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2.  The  distribution  of  participants  by  farm  type  is  presented  in  Table  4.  Participants 
were  asked  to  indicate  which  enterprise  contributed  more  than  50  percent  of  the 
value  of  the  production  on  their  farm. 

Table  4:  Participants  by  Farm  Type 


Farm  Type  i^ymberof    Perceot  ®f  Total 


Participants 

Grains  and  Oilseeds 

148 

52 

Beef 

90 

31 

Hogs 

9 

3 

Dairy,  Poultry  and  Eggs 

12 

4 

Other 

29- 

10 

TOTAL 

288 

100 

Though  analysis  is  limited,  participants'  farm  type  did  not  appear  to  have  any 
mayor  effect  on  results  other  than  for  the  lack  of  selection  of  the  Current  NISA 
approach  by  those  that  did  not  rely  heavily  on  grains  and  oilseeds. 

3.  Current  issues  appeared  to  influence  participants'  preferences.  The  recent  labour 
strike  at  west  coast  ports  and  the  potential  for  a  railway  strike  were  firmly  in  the 
minds  of  participants  as  they  evaluated  strategies  to  improve  income  earning 
opportunities  in  grain  marketing,  handling,  and  transportation. 

Recent  GRIP  coverage  adjustments,  which  have  not  been  well  received  by 
farmers,  may  have  led  to  a  consideration  of  Bare  Bones. 

4.  In  making  choices  between  income  stabilization  alternatives,  the  following  items 
were  discussed  by  many  groups  and  may  have  influenced  participant  choices. 

a]  the  amount  of  coverage  provided  to  beginning  farmers 

b]  the  usefulness  of  the  approaches  in  intergenerationai  transfer  and  retirement 

c]  the  desire  for  an  individual  to  completely  control  "his"  account 

d]  the  realization  that  both  internal  and  eternal  restraints  will  not  be  removed 
quickly 

e]  the  potential  for  moral  hazard  in  each  proposed  approach 
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f]  the  current  financial  status  and  maturity  of  the  farm  could  have  influenced 
decisions  between  Whole  Farm  NISA/VAISA  and  GATT  70. 

g]  a  desire  to  move  to  a  new  form  of  safety  net  in  step  with  subsidy  reductions 
negotiated  under  the  GATT 

h]  the  form  in  which  farm  income  support  information  was  made  available  at  the 
early  meetings  compared  to  late  meetings. 

5.    The  process  demanded  the  assimilation  of  a  lot  of  information  in  a  short  time  and 
then  immediate  response.  The  high  non  response  rate  in  the  summation  row  of 
the  policy  proposals  to  remove  restraints  is  thought  to  be  an  example  of  the  heavy 
work  load  demanded  by  the  process. 


CONCLUSIONS 
Government  Emphasis: 

1 .  Participants  indicated  by  a  3  to  1  margin  that  they  wanted  governments  to  spend 
more  effort  on  removing  restraints  to  earning  income  than  improving  safety  nets. 

Policy  Proposals  to  Remove  Restraints: 

2.  Policy  proposals  to  remove  restraints  were  generally  accepted. 

3.  Overall  grain  marketing,  handling  and  transportation  and  trade  barriers  attracted 
the  most  participant  interest. 

4.  Grain  marketing,  handling  and  transportation 
Strong  agreement: 

a)  review  of  labour  practices  at  west  coast  ports 

b)  change  in  the  method  of  payment  of  the  Crow  Benefit. 

Least  agreement: 

a]  modification  of  the  Canadian  Wheat  Board  operations  [still  with  over  60 
percent  agreement]. 

5.  Trade  barriers 
Strong  agreement: 

a]  advocacy  of  substantial  reduction  of  production  and  trade  distorting  subsidies 
globally  and  within  Canada 
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b]  substantial  reduction  of  tariff  and  non-tariff  barriers  to  trade  including 
interprovincial  barriers. 

Least  agreement: 

a]  development  and  advocacy  of  policy  that  will  allow  the  agriculture  and  food 
industry  to  be  competitive  and  market  driven  [still  with  over  71  percent 
agreement] 

6.  Market  opportunities 
Strong  agreement: 

a]  the  active  promotion  of  growth  of  the  food  processing  industry  by  facilitating 
industry  diversification,  promoting  training  and  awareness  in  business  and 
marketing  techniques  and  placing  emphasis  on  emerging  opportunities  and 
new  product  development. 

Least  agreement: 

a]  increasing  resources  and  efforts  to  collect  strategic  domestic  and  international 
market  information  [still  over  60  percent  agreement]. 

7.  Inputs 

Strong  agreement: 

a]  the  fostering  of  a  market-driven  economy  that  will  provide  farm  businesses 
with  access  to  inputs  at  competitive  prices. 

Least  agreement: 

a]  the  operation  of  "Green  Certificate  Training  Program"  that  produces  quality 
farm  labour  [only  33  percent  agreement]. 

8.  Management  l<nowledae  and  s/c/7/s 

All  strategies  received  similar  endorsement 

9.  Farm  Diversification  and  Value  Adding 
Strong  agreement: 

a]  working  towards  the  removal  of  legislation,  regulations  and  subsidies  that 
favour  exports  of  raw  products  over  processed  products. 
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Least  agreement: 

a]  assisting  the  food  industry  in  providing  safe  and  top  quality  products  [still  over 
66  percent  agreement]. 

Alternative  Approaches  to  Farm  Income  Support: 

1 0.  Over  51  percent  of  total  participants  preferred  some  form  of  stabilization 
component  in  addition  to  crop  insurance,  disaster  assistance  and  trade 
compensation  components  (see  Appendix  I,  page  3).  80  percent  of  these 
participants  preferred  some  form  of  whole  farm  stabilization.  23  percent  did  not 
respond  to  a  first  choice  at  the  meetings. 

1 1 .  There  was  least  support  for  the  Current  NISA  alternative. 

1 2.  Participants  that  wanted  income  stabilization  were  split  about  50:50  between 
Whole  Farm  NISA/VAISA  and  GATT  70. 

13.  About  26  percent  of  participants  preferred  a  Bare  Bones  approach  that  had  no 
income  stabilization  component. 

14.  There  were  no  wide  differences  in  choice  of  alternative  that  could  be  related  to 
farm  type  except  for  grains  and  oilseeds  participants  that  selected  Current  NISA 
quite  often  as  their  first  choice. 
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WORKING  PAPER  ON  FARM  INCOME  SUPPORT  IN  ALBERTA 
INTRODUCTION 

In  March  of  1994,  a  series  of  focus  group  meetings  were  held  to: 

•  validate  safety  net  criteria  presented  by  the  Alberta  Safety  Net  Coalition 

•  determine  what  farmers  consider  important  for  a  viable  industry  into  the  future 

•  determine  the  role  of  government  financial  support  for  agriculture  safety  nets  in  the 
future 

Considerable  ground  was  covered  but,  throughout  the  meetings,  it  became  obvious 
that  current  income  support  policy  was  not  satisfactory. 

Before  a  new  concrete  strategy  can  be  developed,  there  are  aspects  of  income  support 
policy  that  require  clarification.  Most  important,  we  all  need  to  have  a  clear 
understanding  of  what  farmers  meant  when  they  said  in  the  meetings  that  any  income 
support  approach  should: 

•  be  mainly  producer  funded 

•  be  individualized 

•  provide  protection 

-  outside  a  predictable  range  of  income  variation 

-  cover  natural  disasters 

-  through  minimum  government  intervention 

•  be  non-commodity  specific 

•  provide  for  readily  accessible  funds 

•  be  simple 

•  be  producer  managed  and  developed 

•  be  available  to  all  farms 

•  not  offset  poor  management  and 

•  not  be  related  to  volume,  price  and  production 

In  addition,  two  other  considerations  must  be  taken  into  account: 

•  One  is  what  can  realistically  be  done  within  the  discipline  of  the  GAIT  agreement. 


-45- 


•  The  other  consideration  is  assessing  what  can  realistically  be  done  within  the  fiscal 
capacity  of  both  farmers  and  governments. 

Government  and  farmers  clearly  can  do  something  to  deal  with  variation  in  income  but 
clearly  cannot  do  much  to  sustain  incomes  through  support  payments  when  any  long- 
term  trend  in  prices  is  downward. 

CRITERIA  OF  AN  OVERALL  INCOME  SUPPORT  POLICY 

We  are  asking  you  to  examine  a  number  of  options  for  an  overall  income  support 
policy  based  on  components  designed  to  address  specific  causes  of  income  decline. 
These  options  are  premised  on  the  phase  out  over  time  of  all  commodity  specific  price 
and  margin  based  stabilization  programs  such  as  NTSP  and  GRIP.  In  the  previous 
focus  group  meetings  farmers  identified  types  of  programs  that  they  believe  address 
some  of  the  causes  of  unexpected  income  declines.  In  those  meetings  they  also 
identified  and  confirmed  several  criteria  that  they  would  like  to  see  in  any  income 
support  policy.  Those  criteria  include: 

•  Retain  individual  rights  for  success/failure 

•  Acceptable  under  GATT 

•  Process  farmer  directed  and  farmer  disciplined 

•  Enhance  market  responsiveness 

•  Compensate  for  disasters 

•  Copes  with  uncertain  price  and  income  changes 

•  Foster  greater  self-reliance 

•  Responds  quickly  to  cash  flow  needs 

•  Acceptable  by  the  public 

•  Remove  entry  and  exit  barriers  to  farming 

•  Program  is  actuarially  sound 

•  Minimize  potential  for  countervail 

•  Recognize  regional  diversity 

•  Capital  values  reflect  market  returns 
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COMPONEi^TS  OF  AH  OVERALL  INCGIiiE  SUPPORT  POLICY 

Four  policy  components  are  described  below  that  try  to  fit  the  criteria  and  reflect  what 
the  farmers  have  been  describing  as  components  to  address  abnormal  declines  in 
income. 


Crop  Insuranc©  Component 
What  It  IS 

-  production  "guarantee"  to  a 
predetermined  level  of  coverage 

-  a  form  of  disaster  insurance 

-  insurance  against  losses  due  to  natural 
perils 

-  voluntary 

-  actuarially  sound 


What  it  IS  I^OT 


pnce  insurance 


"  cost  of  production  "guarantee" 

-  insurance  against  management  related 
losses 

-  mandatory 


income  Stabilization  Component 
What  It  SHOULD  BE 

-  reduces  income  variability  irrespective 
of  income  level  [high,  medium,  low] 

-  a  degree  of  income  support 

-  voluntary 


What  it  SHOULD  MOT  BE 

-  props  up  low  income  levels 

-  price  or  production  support 

-  mandatory 


Disaster  Assistance  Component 

What  it  IS 

-  covers  non  insurable  widespread 
production  losses 

-  covers  non  insurable  capital  asset 
losses 

-  kicks  in  automatically 


What  it  IS  NOT 

"  for  losses  specific  to  an  individual  farm 

-  for  price  changes 

-  for  trade  action  compensation 


Compensation  Resulting  From  Trade  Action  Component 
What  it  IS 

•  There  are  agreed  procedures  (rules)  all  countries  must  follow  before  levying 
countervailing  or  anti-dumping  duties.  Such  actions  can  be  challenged  before 
panels,  which  have  often  ruled  in  Canada's  favour. 

•  Under  the  GATT  agreement,  export  subsidies  will  decline  significantly.  In  the 
interim,  if  certain  countries  choose  to  use  export  subsidies  aggressively  for  selected 
commodities  and  in  selected  markets,  any  price  declines  for  Canadian  producers 
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wilj  be  reflected  in  lower  incomes.  However,  such  income  declines  should  be  offset 
in  the  short  term  by  any  new  income  support  mechanism.  In  the  longer  term,  the 
ability  of  countries  to  use  export  subsidies  will  be  severely  limited,  thus  limiting  the 
impact  on  Canadian  farm  incomes.  Greater  diversification  at  the  farm  level  will  also 
mitigate  the  income  declines  caused  by  export  subsidies  on  selected  commodities 
such  as  wheat. 

•  If  Canada's  exports  are  hit  with  higher  tariffs  (such  as  the  current  U.S.  threat  on 
wheat  and  barley),  the  GATT  allows  for  payment  of  compensation  in  the  form  of 
lower  tariffs  on  exports  of  other  commodities  by  Canada. 

•  However,  the  question  of  directly  compensating  commodity  sectors  that  may  be 
hurt  is  a  Canadian  domestic  issue. 

However,  at  this  stage,  farmers  should  decide  which  of  the  components  or 
combinations  of  the  components  are  core  to  their  idea  of  an  income  support  policy, 
meets  the  policy  criteria  previously  identified,  supports  ONLY  unexpected  income 
drops,  is  affordable  for  both  them  and  government  and  will  not  detract  from  an  efficient 
business  environment. 

Possible  Tax  Component 

Some  producers  that  have  been  involved  with  the  process  to  date  feel  that  the  current 
income  tax  laws  do  not  allow  sufficient  scope  for  producers  to  stabilize  their  own 
income.  In  particular,  the  current  limits  on  RRSP's  do  not  provide  enough  scope  for 
producers  to  use  before  tax  dollars  to  set  aside  money  in  good  years  to  use  as  income 
during  bad  years.  If  scope  to  allow  use  of  before  tax  dollars  was  enlarged,  this  type  of 
approach  would  lower  the  amount  of  income  tax  paid  to  governments  but,  losses  in  tax 
revenue  would  have  to  be  largely  offset  through  a  lower  funded  income  stabilization 
program.  In  the  past,  government  Finance  Departments  have  not  been  willing  to 
accept  any  approach  which  would  give  farmers  this  advantage  compared  with  other 
small  businessmen. 

ALTERNATIVE  APPROACHES  FOR  EACH  COMPONENT 

For  two  of  the  components  (crop  insurance  and  income  stabilization)  there  may  exist  a 
number  of  approaches.  Most  of  the  alternatives  deal  primarily  with  the  income 
stabilization  component,  and  we  have  tried  to  reflect  these  alternatives. 

a]  Crop  Insurance 

Crop  Insurance  has  a  clearly  defined  purpose  and  has  been  in  place  for  a  number  of 
years.  For  the  most  part,  its  role  as  a  production  "guarantee"  from  losses  due  to  natural 
perils  receives  widespread  approval  both  nationally  and  internationally.  Improvements 
could  be  made  by  incorporating  more  crops  into  the  insurance  plan,  increasing  the 
flexibility  for  indemnities  in  unexpected  situations  [e.g.  widespread  quality  losses]  and 
providing  more  coverage  options  for  participating  farmers.  Regardless  of  refinements 
though,  its  focus  would  remain  on  the  production  side  of  an  income  reduction. 
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b]  Income  Stabillziation 

Three  alternative  income  stabilization  approaches  are  offered  for  examination.  They 
are: 

1 .  "Current  N!SA"  -  the  current  eligible  net  sales  program  that  exists  now  for  the  grains 
sector, 

2.  "Whole  Farm  NISA"  -  a  revised  gross  margin  approach  that  would  extend  to  all 
commodities  [whole  farm]  with  other  minor  changes, 

3.  "GATT  70"  -  a  whole  farm  gross  margin  approach  to  income  stabiiization  that 
attempts  to  reflect  what  farmers  have  been  saying  in  the  focus  groups.  That  is, 
does  not  provide  support  within  a  range  of  income  change. 

At  the  same  time  we  have  attempted  to  provide  some  performance  indicators  as  to 
what  these  three  income  stabilization  approaches  will  do  at  the  farm  level.  However,  it 
is  very  important  to  consider  the  fundamental  differences  between  the  three 
stabilization  approaches. 

For  both  Current  NISA  and  the  Whole  Farm  NISA,  government  funds  are  put  into  an 
individualized  producer  account  and  match  producer  contributions.  Producer  and 
government  contributions  are  based  on  the  size  of  eligible  net  sales  (current  NISA),  on 
size  of  gross  margin  (whole  farm  NISA)  and  have  maximum  contribution  limits.  Both 
approaches  allow  for  accumulation  of  government  contributions  at  the  individual  level, 
regardless  of  need. 

Current  NISA  only  applies  to  some  eligible  commodities.  It  is  commodity  specific.  The 
whole  farm  NISA  is  assumed  to  apply  to  all  commodities  with  no  exceptions. 

GATT  70  is  significantly  different  than  either  of  the  first  two  alternatives.  Under  this 
alternative  government  contributions  are  NOT  set  aside  in  individual  producer  accounts 
but  are  placed  in  a  genera!  fund.  Nor  can  government  funds  be  accumulated  at  the 
individual  producer  level  but  can  be  built  up  in  the  general  fund.  Individual  farmer 
contributions  are  retained  by  the  farmer  but  set  aside  for  income  stabilization  purposes 
only  and  used  when  income  falls  below  the  previous  3  year  average. 

In  the  examples  of  the  alternative  approaches,  both  the  current  NISA  and  the  whole 
farm  NISA  provide  for  government  payments  based  on  a  fixed  percentage  of  income. 
This  results  in  wide  variation  of  coverage  of  income  variation. 

The  GATT  70  example  would  be  whole  farm  but  government  payments  are  made  on 
income  reduction  exceeding  30  percent.  This  results  in  a  variation  of  government 
payments  but  fixed  coverage  of  income  reduction. 

Table  1  outlines  the  salient  features  of  the  three  examples  of  income  stabilization 
alternatives  that  were  modelled. 
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These  three  alternatives,  along  with  an  alternative  of  no  income  stabilization  program 
have  been  packaged  into  four  options,  and  the  effects  of  these  four  options  have  been 
demonstrated  or  modelled  on  some  farm  types. 

INCOME  SUPPORT  OPTION 

In  all  four  options,  income  from  the  market  and  voluntary  crop  insurance  is  assumed.  It 
is  also  assumed  that  compensation  would  be  available  in  the  event  of  widespread 

disasters  due  to  natural  causes.  It  is  also  assumed  that  protection,  as  provided  for 
under  international  trade  agreements,  is  already  in  place  for  trade  actions. 

1 .  No  income  stabilization  component 

2.  Current  NISA. 

3.  Whole  Farm  NISA 

4.  GATT70. 

Table  2  shows  some  effects  of  the  various  examples  of  income  stabilization  options  on 
some  farm  types.  The  effects  described  are: 

•  Reduced  Variation:  What  is  shown  is  the  extent  to  which  income  variation  is 
reduced  by  an  income  stabilization  approach  with  and  without  crop  insurance. 
"Bare  bones"  shows  income  variation  without  any  income  stabilization  program  and 
is  the  base  case. 

•  Frequency  of  Payout:  Shows  the  percent  of  years  which  triggered  payouts  for 
each  of  the  various  options. 

•  Government  Premiums:  Shows  the  distribution  of  government  funds  relative  to 
the  percentage  of  net  sales  by  commodity  in  the  province. 

The  attached  graphs  illustrate  the  reductions  in  income  variations  that  occurred  by 
farm  type  when  the  examples  of  the  three  approaches  were  modelled  over  the  year 
1970-1988. 

DECISION  TIME 

Summary: 

We  are  providing  performance  data  on  four  approaches  to  reducing  variation  in 
income.  We  are  then  asking  the  farmers  to  select  one.  In  all  cases,  commodity 
specific  programs  (NTSP  and  GRIP)  are  not  assumed  to  continue.  In  all  cases,  it  is 
assumed  that  disasters  (from  natural  causes  and  trade  disputes)  would  be 
compensated.  Crop  insurance  is  assumed  to  be  a  given  and  voluntary.  The  income 
stabilization  approaches  are  designed  to  be  within  budget. 
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The  income  stabilization  approaches  to  be  reviewed  are: 

•   No  government  payments  for  a  stabilization  program  and,  therefore,  no  reduction  in 
income  variation,  or 


•   select  a  stabilization  approach  with  government  payments  to  individual  farmers 
based  on: 

-  a  fixed  percentage  of  net  sales  from  eligible  commodities  (no  supply  managed 
commodities)  which  will  provide  variable  coverage  of  income  reduction  only  for 
eligible  commodities,  or 

-  a  fixed  percentage  of  gross  margin  on  a  whole  farm  basis  which  will  provide 
variable  coverage  of  income  reduction,  depending  on  farm  type  or 

-  whole  farm  gross  margins  which  are  reduced  by  more  than  30  percent.  This 
approach  provides  coverage  of  all  income  reduction  below  30  percent  of 
previous  3  years  gross  margin  averages,  irrespective  of  farm  type. 
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Table  1.  Income  Stabilization  Alte^'natives 

Current  NISA 


Whole  Farm  NISA 


GATT70 


SCOPE 

GOVERNMENT  PAY 
IN 


Grains 

Annual  2%  matching 
max.  $5000  +  3% 
bonus  on  producer 
account  balance 


Whole  farm 

Annual  4%  matching 
max.  $10000 


Whole  ^rm 

Annual  to  a  fund,  no 
individual  deposits 


GOVERNMENT  PAY 
OUT 


Individual  farm 
Pays  up  to  100%  of 
reductions  in  margin 
below  previous  5- 
year  margin 
Constrained  by 
individual  acct. 
balance 


Individual  farm 
Pays  up  to  100%  of 
reductions  in  margin 
below  70%  of 
previous  three-year 
margin 

Constrained  by 
individual  acct. 
balance 


Individual  farm 

Pays  up  to  100%  on 

reductions  in  margin 

below  70%  of 

previous  3  year 

margin 

No  constraint 


GOVERNMENT 
ACCOUNT 


Individual  farmer 
Earning  market 
interest 


Individual  farm 
Earning  market 
interest 


Government  fund 
estimated  at  4.5%  of 
sales 


PRODUCER 
DEPOSITS 


After  tax,  individual 
account 

Annual  2%  matching 
Non-matching  annual 
up  to  20%,  max  of 
$55  000 


After  tax,  individual 
account 

Annual  4%  matching 
to  a  maximum  of 
$10000 


Afler  tax,  individual 
account 

Annual  minimum  3% 
No  cap 


PRODUCER 
WITHDRAWAL 


Triggered  by 
reductions  in  margin 
below  previous  5  - 
year  margin 
Constrained  by  acct. 
balance 


Triggered  by 
reductions  in  margin 
below  previous  3 
year  margin 
Constrained  by  acct. 
balance 


Triggered  by 
reductions  in  margin 
below  previous  3- 
year  margin 
Constrained  by  acct. 
balance 


PRODUCER 
ACCOUNT 


Individual  farm 
Earning  market 
interest  +  3%  bonus 


Individual  farm 
Earning  market 
interest 


Individual  farm 
Earning  market 
interest 


ACCOUNTS  CAP        Annual  limit  at  1 .5  x  Annual  limit  at  1 .5  x      No  cap 

previous  5  year  net  previous  3  year  net 

sales,  max  $375  000  sales,  max  $375  000 

ASSESSED  GATT 

COMPUANCE  Amber  Amber  Green 


DEFINITIONS 


Net  Sales  =  Total  farm  sales  LESS  purchases  from  farm. 
Gross  Margin    =  Net  sales  LESS  variable  expenses 
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Table  2.  Measurements  Of  Income  Stabilization  Alternatives 


Baseline 
Farm 

REDUCED  VARIATION 


[%CV] 

Grains  69.8 

Grains  +  CI  57.2 

Cow-calf  28.6 

Beef  43.9 

Hogs  44.9 


FREQUENCY  OF  PAYOUT 

[%1 
Grains 
Grains  +  CI 
Cow-calf 
Beef 
Hogs 

GOVT  PREMIUM 
[%  of  net  sales] 

Grains 

Grains  -I-  CI 

Cow-calf 

Beef 

Hogs 


Current  Whole  Farm     GATT  70 

NISA  NISA 


47.1  55.9  46.7 

47.0  46.9  42.2 

42.4  30.9  21.3 

47.5  39.6  41.0 

43.6  35.5  40.0 


31.6  36.8  42.1 

36.3  36.8  42.1 

47.4  21.0  21.0 
42.1  10.5  15.8 
42.1  10.5  15.8 


4.0  3.7  10.9 

3.8  3.6  6.4 
4.5  4.0  2.1 

2.9  2.6  1.5 
3.4  3.3  4.2 


Source:  The  analysis  is  based  on  DYNAMIC  FARM  GROWTH  MODELS  developed  by  Economic 
Services  Division,  Alberta  Agriculture,  Food  and  Rural  Development 

Notes: 

CI  =  Crop  Insurance 

Current  NISA  was  also  applied  to  livestock  farms 
Whole  farm  NISA  applies  to  all  commodities 

Gross  Margin  Variation  is  measured  by  coefficient  of  variation  [CV]  and  is  compared  to  baseline 
scenario 

Government  Premium  shows  the  government  financial  requirements  expressed  in  percent  from  farm's 
net  sales.  These  are  used  in  estimating  aggregate  spending. 
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STABILIZATION  PROGRAM  EFFECTS 
(Current  NISA  on  Hog  Farms) 
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